PRACTICE TEST
1. What is Amortization? (1 mark) 
A) The increase in value of a business asset over time.
B) The gradual reduction of an intangible asset's value over time.
C) The value of an asset stays the same over its useful life.
D) When an asset is given away.

2. What is Equity? (1 mark)
A) The money earned from selling goods or services.
B) The owner's financial interest in a business.
C) The money stored in a business’s bank account.
D) Equity is considered a liability in accounting.

3. A stepped cost is:
A) A cost that changes in fixed increments.
B) A cost that fluctuates with production levels.
C) A cost that is directly linked to a specific product.
D) A cost that applies only to services.


4. The cost of leasing an office is normally classified as:
A) A semi-variable cost.
B) A variable cost.
C) A fixed cost.
D) A stepped cost.

5. A direct cost:
A) Is always the same regardless of production.
B) Increases as production increases.
C) Is not related to production at all.
D) Is a type of fixed cost.




6. What are owner's withdrawals? (1 mark)
A) Money withdrawn from the business for personal use.
B) Money paid to suppliers.
C) Money used for inventory purchases.
D) A type of long-term investment.


7. Define the break-even point. (2 marks)

8. What are the advantages and disadvantages of cost-profit analysis? (6 marks)

9. What is the difference between trade receivables and trade payables? (4 marks)

10. What is diminishing balance depreciation? (2 marks)


11. What is  depreciation? (2 marks)


12. Define a credit note and a debit note. (2 marks)


13. What does a statement of financial position show? (2 marks)


14. What does an income statement indicate? (2 marks)


15. What is a liability? Give an example. (2 marks)

16. What is the purpose of financial ratios? (2 marks)

17. What are the different types of ledgers in accounting? (2 marks)

18. What is a liability? Provide an example. (2 marks)

19. What is An expense account? (2 marks)

20. What is the difference between accrual and pre-payment? (2 marks)

21. A business purchased equipment for £15,000 and depreciates at 8% per year using the straight-line method over 6 years. Calculate the total depreciation at the end of the 6 years.  (4 marks)

22. A machine was bought for £22,500 and depreciates at 18% per year using the reducing balance method over 5 years. Calculate the total depreciation value at the end of 5 years. (4 marks)

23. What Is the formula for cost of goods sold?  (2 marks)

24. What is the DEAD CLIC- what do the letters stand for? (3 marks)

25. Why is break-even analysis useful for a business?  (6 marks)






